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New York NY 10036-6530

Tel 212 773 3000

Fax 212 773 6350

Report of Independent Registered Public Accounting Firm

The Member and Board of Managers

BTG Pactual US Capital LLC

We have audited the accompanying statement of financial condition of BTG Pactual US Capital

LLC formerly BTG Pactual US Capital Corp the Company as of December 31 2011 This

statement of financial condition is the responsibility of the Companys management Our

responsibility is to express an opinion on this statement of financial condition based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the

United States Those standards require that we plan and perform the audit to obtain reasonable

assurance about whether the statement of financial condition is free of material misstatement We
were not engaged to perform an audit of the Companys internal control over financial reporting

Our audit included consideration of internal control over financial reporting as basis for

designing audit procedures that are appropriate in the circumstances but not for expressing an

opinion on the effectiveness of the Companys internal control over financial reporting

Accordingly we express no such opinion An audit also includes examining on test basis

evidence supporting the amounts and disclosures in the statement of financial condition

assessing the accounting principles used and significant estimates made by management and

evaluating the overall staten-ient of financial condition presentation We believe that our audit

provides reasonable basis for our opinion

In our opinion the statement of financial condition referred to above presents fairly in all

material respects the financial position of BTG Pactual US Capital LLC at December 31 2011

in conformity with U.S generally accepted accounting principles

44tt1
47LLP

February 23 2012

member firm of Ernst Young Global Limited



BIG Pactual US Capital LLC

FormerlyBTG Pactual US Capital Corp

Statement of Financial Condition

December 31 2011

in Thousands

Assets

Cash and cash equivalents 108218

Due from brokers clearing organizations and others 58595

Due from affiliates 5537

Other assets 10647

Total assets 182997

Liabilities and members equity

Due to brokers clearing organizations and others 9043

Due to affiliates 1973

Securities sold but not yet purchased at fair value 757

Accounts payable and accrued expenses 9920

Deferred compensation 10921

32614

Members equity

Members capital 162311

Accumulated losses 11928
Total members equity 150383

Total liabilities and members equity 182997

See notes to the statement offinancial condition



BTG Pactual US Capital LLC

FormerlyBTG Pactual US Capital Corp

Notes to the Statement of Financial Condition

December 31 2011

hi Thousands

Organization

BTG Pactual US Capital LLC formerly BTG Pactual US Capital Corp the Company or

BTG is incorporated in Delaware The Company is registered as broker-dealer with the

Securities and Exchange Commission SEC and the Financial Industry Regulatory Authority

FINRA and commenced operations in the capacity of broker-dealer on December 14

2009 Through August 31 2011 the Company was wholly owned subsidiary of BTG Pactual

Global Asset Management the Parent which was wholly owned subsidiary of BTG
Investments LP BTGI On September 2011 BTG Pactual Holding Internacional S.A

wholly owned subsidiary of Banco BTG Pactual S.A acquired 100% of the shares of the

Company On December 28 2011 the Company converted from corporation to limited

liability company and subsequently on January 2012 was acquired by BTG Pactual NY

Corporation newly incorporated entity in the State of New York which is wholly owned

subsidiary of BTG Pactual Holding Internacional S.A

BTG has its main office in New York and acts as an agent for customers in the purchase and

sale of U.S and non-U.S securities The Company clears its U.S securities transactions through

Pershing LLC With respect to non-U.S securities the Company primarily uses the services of

an affiliated company Banco BTG Pactual to clear transactions This is facilitated through

chaperoning agreement Rule 5a-6 of the Exchange Act BTG also settles securities on

Delivery Versus Payment DVP/Receipt Versus Payment RVP basis in order to provide

its customers with more efficient settlement The settlement of non-U.S trades on DVP/RVP

basis eliminates an additional step in the transaction process since U.S clearing broker would

itself have to utilize the services of local broker-dealer to assist in settlement which BTG is

able to do itself through the facilities of its affiliates For this reason BTG has entered into

Transfer Pricing arrangements with in the case of Brazilian securities its Brazilian affiliates to

execute and assist in settlement of trades on behalf of its customers

Because BTG does not hold customer funds or securities it is exempt from the requirements of

SEC Rule 15c3-3



BTG Pactual US Capital LLC

FormerlyBTG Pactual US Capital Corp

Notes to the Statement of Financial Condition continued

in Thousands

Summary of Significant Accounting Policies

Basis of Accounting and Use of Estimates

The Company prepares its statement of financial condition in conformity with U.S generally

accepted accounting principles US GAAP This requires management to make estimates and

assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent

assets and liabilities at the statement of financial condition Actual results could differ from those

estimates

Cash and Cash Equivalents

Financial instruments which are readily convertible into cash and have an original maturity date

of three months or less at date of acquisition are considered cash and cash equivalents Cash on

deposits with financial institutions may at times exceed federal insurance limits

Fair Value

Financial Accounting Standards Board FASB Accounting Standard Codification ASC 825

Financial Instruments requires the disclosure of the fair value of fmancial instruments as

defined Substantially all of the Companys financial assets and liabilities are either valued at

market or estimated fair value or because of their short-term nature approximate fair value

Securities Sold but not yet Purchased at Fair Value

The fair value of securities sold but not yet purchased are generally based on listed market

prices If listed market prices are not available fair value is determined based on other relevant

factors including broker or dealer price quotations and theoretical pricing models

Securities sold but not yet purchased represent obligations of the Company to deliver the

specified security at the contracted price and thereby create liability to purchase the security in

the market at prevailing prices Accordingly the Companys ultimate obligation to satisfy the

sale of securities sold but not yet purchased may exceed the amount reflected in the statement of

financial condition



BTG Pactual US Capital LLC

FormerlyBTG Pactual US Capital Corp

Notes to the Statement of Financial Condition continued

In Thousands

Summary of Significant Accounting Policies continued

As of December 31 2011 securities sold but not yet purchased are comprised of exchange-

traded equities for which fair value is determined based on quoted prices in active markets for

identical securities and thus classified as Level within US GAAPs fair value hierarchy

Foreign Currencies

The accounts are prepared in U.S dollars which is the functional currency of the Company
Transactions in currencies other than U.S dollars are translated at the exchange rates prevailing

at the date of the transactions

Monetary assets or liabilities denominated in currencies other than U.S dollars are translated at

the applicable year-end exchange rate

Receivables and Payables to Brokers Clearing Organizations and Others

Due from brokers clearing organizations and others include amounts receivable for fails to

deliver amounts receivable from clearing organizations relating to open transactions good faith

and margin deposits and commissions receivable from broker-dealers The balance also includes

receivables from customers as it relates to customer fails to deliver and commissions earned

Due to brokers dealers and clearing organizations and others include amounts payable for fails

to receive and amounts payable to clearing organizations on open transactions The balance also

includes payables to customers as it relates to customer fails to receive

At December 31 2011 amounts receivable and payable to brokers dealers and clearing

organizations include

Receivables Payables

5930 8988

49216 55

3449

58595 9043

Securities failed to deliver receive

Clearing organizations

Customer receivable payable

Total



BTG Pactual US Capital LLC

FormerlyBTG Pactual US Capital Corp

Notes to the Statement of Financial Condition continued

In Thousands

Summary of Significant Accounting Policies continued

Income Taxes

In accordance with ASC 740 Income Taxes the Company follows an asset and liability

approach to financial accounting and reporting for income taxes Deferred income tax assets and

liabilities are computed as the difference between the statement of financial condition and tax

bases of assets and liabilities that will result in taxable or deductible amounts in the future based

on the enacted tax laws and rates applicable to the periods in which the differences are expected

to affect taxable income Valuation allowances are established when necessary to reduce the

deferred income tax assets to the amount expected to be realized

ASC 740 provides guidance for how uncertain tax positions should be recognized measured

presented and disclosed in the statement of financial condition The guidance requires the

evaluation of tax positions taken or expected to be taken to determine whether the tax positions

are more likely-than-not of being sustained by the applicable tax authority tax position that

meets the more-likely-than-not recognition threshold is measured to determine the amount of

benefit to recognize in the statement of financial condition

Upon conversion to limited liability company BTG elected to be classified as an association

taxable as corporation Subsequently on January 2012 in connection with the acquisition by

BTG Pactual NY Corporation the Company elected to be treated as single member LLC

disregarded as separate entity

Regulatory Requirements

The Company is subject to the SECs Uniform Net Capital Rule SEC Rule 15c3-l or the

Rule which requires the maintenance of minimum net capital

The Company has elected to use the alternative method permitted by the Rule which requires

that it maintain minimum net capital as defined by the SEC and FINRA The Rule requires the

Company to maintain minimum net capital greater than $250 At December 31 2011 the

Company had net capital of $43104 which was $42854 in excess of the minimum net capital

required



BTG Pactual US Capital LLC

FormerlyBTG Pactual US Capital Corp

Notes to the Statement of Financial Condition continued

in Thousands

Regulatory Requirements continued

The Company operates as an introducing broker by clearing all transactions with and for

customers through its foreign affiliate or U.S clearing brokers and claims exemption from SEC

Rule 5c3-3 under sections k2i and iiand therefore is not required to maintain Special

Reserve Bank Account for the Exclusive Benefit of Customers

Accounts Payable and Accrued Expenses

At December 31 2011 accounts payable and accrued expenses include

Accrued compensation 9228

Other accruals 692

Total 9920

Income Taxes

As of December 31 2011 the Company determined that it has no uncertain tax positions

interest or penalties as defmed within ASC 740-10

At December 31 2011 the Company had gross deferred tax assets of $9190 which were

recorded within Other assets in the statement of financial condition The deferred tax asset

consisted primarily of net operating loss carryforwards deferred compensation unrealized

losses deferred rent and depreciation and amortization The Company did not have any deferred

tax liabilities as of December 31 2011 During 2011 the Company released the beginning of the

year valuation allowance of $8657 because it determined that it is more likely than not that the

deferred tax assets will be fully utilized prior to their expiration

At December 31 2011 the Company had pretax federal net operating loss carryforwards of

$8964 and pretax state net operating loss carryforwards of $6404 and local net operating loss

carryforwards of $6390 respectively Federal state and local net operating loss carryforwards

begin to expire in 2030



BTG Pactual US Capital LLC

FormerlyBTG Pactual US Capital Corp

Notes to the Statement of Financial Condition continued

In Thousands

Concentration of Credit Risk

At December 31 2011 the financial instruments that potentially subject the Company to

concentration of credit risk are primarily cash which is on deposit with limited number of

financial institutions and cash equivalents which are invested in money market funds As of

December 31 2011 72% of our cash and cash equivalents are deposited with an affiliate

Banco BTG Pactual S.A Cayman Branch

Deferred Compensation

The Company has entered into deferred compensation plans with various key employees with

grant date of December 2009 and vesting date of February 2012 Under the terms of these

plans the employees will be paid total amount of $9477 on the vesting date as long as

employees continue to be in service on the vesting date The liability payable at the vesting date

has been recognized ratably over the period starting from the grant date through the vesting date

On February 13 2012 the full amount was paid

8.0ff-Balance Sheet Risk and Transactions with Customers

ASC 460 Guarantees provides accounting and disclosure requirements for certain guarantees In the

normal course of business the Companys customer activities involve the execution and clearance of

customer securities transactions through clearing brokers Securities transactions are subject to credit

risk of counterparties or customer non-performance Pursuant to the clearing agreements the

Company has agreed to reimburse its clearing brokers without limit for any losses that the clearing

brokers may incur from the clients introduced by the Company However the transactions are

collateralized by the underlying security thereby reducing the associated risk to changes in the

market value of the security through the settlement date As result of the settlement of these

transactions there were no amounts to be indenmified to clearing brokers for these customer

accounts as of December 31 2011

The Company agreed to indemnify the clearing broker for losses that it may sustain from the

customer accounts introduced by the Company At December 31 2011 there were no amounts to be

indemnified to the clearing broker for these customer accounts



BTG Pactual US Capital LLC

FormerlyBTG Pactual US Capital Corp

Notes to the Statement of Financial Condition continued

In Thousands

Related Party Transactions

The Company enters into certain transactions with affiliates some of which are subject to service

level agreements

As of December 31 2011 the Company had due from affiliates balance of $5537 which includes

$2713 in placement fee receivables The balance also includes receivable from affiliates of $757

for referral fees on commissions calculated for all trades which passes through the U.S broker

dealer The remaining balance consists of $2067 which pertains to commissions earned by the U.S

broker-dealer trading Brazilian stocks

As of December 31 2011 the Company had an inter-company payable balance with its affiliate

BTG Pactual US Asset Management Corp totaling $793 This balance relates to operational

expenses incurred by the asset management entity that are reimbursed by the Company

The Company also has an inter-company payable balance with its affiliate BTG Pactual Europe

LLP totaling $1180 This balance consists of commission revenue trades that have cleared

through Pershing LLC on behalf of the Company and are payable to BTG Pactual Europe LLP

On December 15 2009 BTGI had executed guarantee agreement in favor of and for the benefit

of the Company whereby BTGI unconditionally and irrevocably guarantees the prompt

payment of the Companys present or future obligations to its clients as and when they fall due

The guarantee agreement expired on December 15 2011

10 Contingencies

The Company is not involved in any legal proceedings concerning matters arising in connection

with the conduct of the Companys businesses There is no effect on the Companys statement of

financial condition

In the normal course of business the Company indemnifies its clearing broker against specified

potential losses in connection with its acting as an agent of or providing services to the

Company The maximum potential amount of future payments that the Company could be

required to make under this indemnification cannot be estimated However the Company

believes it is unlikely it will have to make payments under these arrangements and as such has

not recorded any contingent liability in the statement of financial condition for this

indemnification



BTG Pactual US Capital LLC

FormerlyBTG Pactual US Capital Corp

Notes to the Statement of Financial Condition continued

In Thousands

10 Contingencies continued

In the normal course of business the Company enters into underwriting commitments

Transactions relating to such underwriting commitments that were open at December 31 2011 if

any and were subsequently settled had no material effect on the statement of fmancial condition

as of that date

11 Subsequent Events

The Company has evaluated subsequent events through the date this statement of financial

condition was issued

10
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